North Carolina General Assembly - [ S297 vc ] SENATE BILL 297

GENERAL ASSEMBLY OF NORTH CAROLI NA
SESSI ON 1999

SESSI ON LAW 1999- 362
SENATE BI LL 297

AN ACT TO MAKE TECHNI CAL AND OTHER CHANGES REGARDI NG LI M TED
PARTNERSHI PS AND THE NORTH CAROLI NA REVI SED UNI FORM LI M TED
PARTNERSHI P ACT, TO CLARIFY THE LIMT OF LIABILITY I'N
PROFESSI ONAL ORGANI ZATI ONS, TO PROVI DE FOR THE REGQ STRATI ON OF
FOREIGN LIMTED LI ABILITY PARTNERSHI PS, AND TO REQUI RE ANNUAL
REPORTS BY LIM TED LI ABI LI TY PARTNERSHI PS.

The General Assenbly of North Carolina enacts:

Section 1. G S. 1-79 reads as rewritten:
"8 1-79. Donestic eerperateRs—
corporations, limted partnerships, limted liability
conpanies, and reqgistered limted liability partnerships.
(a) For the purpose of suing and being sued the

resi dence of a donestic co+poraton

corporation, limted partnership, limted liability conpany,
or registered limted liability partnership is as follows:
(1) Where the registered or principal office of the
CoO Ol corporation, limted
part nershi p, limted liability conpany, or reqgi stered
limted liability partnership is |ocated, or
(2) VWher e the  eerporation
corporation. limted partnership, limted liability
conpan or registered limted liabilit art ner shi
mai ntai ns a place of BueRess= busi ness,
or
(3) If no registered or principal office is in

exi stence, and no place of business is currently maintained
or can reasonably be found, the term “residence' shal
include any place where the ee+rperation

corporation, limted partnership, linmted liability
conpany., or registered limted liability partnership is
regul arly engaged in carrying on business.

(b) For purposes of this section, the term “donestic’

when applied to an entity neans:

(1) An entity formed under the |aws of
this State, or
(2) An entity that (i) is fornmed under

the laws of any jurisdiction other than this State, and (ii)

maintains a reqgistered office in this State pursuant to a

certificate of authority fromthe Secretary of State."
Section 2. G S. 55B-9(b) reads as rewitten:

"(b) Liability. -- A shareholder, a director, or an officer
of a pr of essi onal corporation is not i ndi vidually
el liable, directly or indirectly,

i ncl udi ng by indemnification, contribution, assessnment, or
otherwi se, for the ebt-geai-eres—et debts,

obligations, and liabilities of, or chargeable to, the
pr of essi onal cor poration SFS+Fe t hat

arise fromerrors, om ssions, negligence, nalpractice,

i nconpet ence, or faHeasaRce—co-H-ed—RA—thRe——course—o+
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~epresertatve— Bl feasance conmmitted by anot her
sharehol der, director, or officer or by a representative of the

prof essional corporation: provided, however, nothing in this
Chapter shall affect the liability of a shareholder, director. or
officer of a professional corporation for his or her own errors,
om ssions, negligence, nmalpractice, inconpetence, or nualfeasance
conmitted in the rendering of professional services. Thi s
subsecti on does not affect the joint and several liability of a
shar ehol der, a director, or an officer of a professiona
corporation for any taxes owed by the professional corporation
under Chapter 105 of the General Statutes or Article 3 of Chapter
119 of the General Statutes.”
Section 3. G S. 57C-2-01(c) reads as rewitten:

"(c) Subsections (a) and (b) of this section to the
contrary notwithstanding and except as set forth in this
subsection, a donestic or foreign limted liability conpany shal
engage in rendering professional services only to the extent that
a professional corporation acting pursuant to Chapter 55B of the
General Statutes or a corporation acting pursuant to Chapter 55
of the General Statutes nmay engage in rendering professiona
services wunder the <conditions and limtations inposed by an
applicable licensing statute. Chapter 55B of the General Statutes
and each applicable licensing statute are deenmed anended to
provi de t hat professionals |icensed under the applicable
licensing statute nmay render professional services through a
donestic or foreign limted liability conpany. For purposes of
applying the provisions, conditions, and linmtations of Chapter
55B of the CGeneral Statutes and the applicable licensing statute
to donestic and foreign limted liability conpanies that engage
in rendering professional services, (i) wunless the context
clearly requires otherw se, references to Chapter 55 of the
Ceneral Statutes (the North Carolina Business Corporation Act)
shall be treated as references to this Chapter, and references to
a "corporation" or "foreign corporation" shall be treated as
references to a Ilimted liability conpany or foreign limted
liability conpany, respectively, (ii) nenbers shall be treated in
the same nmanner as sharehol ders of a professional corporation,
(iii) managers shall be treated in the sanme manner as directors
of a professional corporation, (iv) the persons signing the

articles of organization of a limted liability company shall be
treated in the sane manner as the incorporators of a professiona
corporation, and (v) the nane of a domestic or foreign limted

liability conpany so engaged shall conply with G S. 57C-2-30 or
G S 57C-7-06 and, in addition, shall <contain t he wor d
"Professional" or the abbreviation "P.L.L.C." or "PLLC'. For
purposes of this subsection, "applicable licensing statute" shal

mean those provisions of the General Statutes referred to in G S.

55B- 2( 6) .

Nothing in this Chapter shall be interpreted to abolish,
nmodi fy, restrict, Ilimt, or alter the law in this State
applicable to the professional relationship and liabilities
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between the individual furnishing the professional services and
t he per son receiving t he pr of essi onal servi ces,
&+~ the standards of pr of essi onal conduct

applicable to the rendering of the serwees—

services, or any +hs—chapter—does—rnaot—retieve

ittt e S responsibilities, obl i gati ons, or

ire——peeit==aa=—ef= sancti ons jinposed under
appl|cable I|cen5|ng e%a%ﬂ%ee-evea—r#—%he—eeﬁetreﬁe-aﬁe
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eeﬁpaﬁyr statutes. A nenber or rmanager of a

pr of essi onal l[imted liability conmpany is not individually
+H-abt-e—Fer—debts—and—ebigat+ens—eF |iable

directly or indirectly, i ncl udi ng by indemification
contribution, assessnent, or otherwise, for debts, obligations,
and liabilities of, or chargeable to, the professiona
limted liability conpany es=mad=me t hat

arise fromerrors, om ssions, negligence, nmlpractice,
|nconpetence or mal feasance comitted ifr—i=e—E-gtH=ae oF

e PO Crfm =g Dy anot her nenber,
manager, enployee, agent, or other representative of t he

pr of essi onal limted liability conpany; provided, however .
nothing in this Chapter shall affect the liability of a nenber or
nanager of a professional limted liability conpany for his or

her own errors, onissions, negligence, nmalpractice, inconpetence,
or mal f easance committed in the rendering of professiona
services."

Section 4. G S. 59-32 reads as rewitten:
"§ 59- 32 Definition of terns.

i S—liiimgemg=  As used in this
Chaoter exceot as otherwise defined in Article 5 of this Chapter
for purposes of that Article, unless the context otherw se

requires:

(1) " Bankr upt" +retudes
neans bankrupt under the Federal Bankruptcy Act or
i nsol vent under any State insolvent act.
(2) " Busi ness'  aaam a2l
neans every trade, occupation, or profession.
(3) " Conveyance'  aaam ool
neans every assignment, |ease, nortgage, or encunbrance.
(4) “Court' +meldges neans
every court and judge having jurisdiction in the case.
(4a) “Foreign limted liability
artnership' neans a partnership that (i) is formed under 1|aws
other than the laws of this State, and (ii) has the status of
limted liability partnership or registered limted liability
partnership under those |aws.
(5) " Person'
neans individuals, partnerships, corporations, Ilimted
liability conpanies, and other associations.
(6) "Real property' ihetludes
neans |and and any interest or estate in |and.
(7) "Registered limted liability partnership’
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means a partnership that is registered under GS. 59-84.2 and
conplies with G S. 59-84.3."
Section 5. G S. 59-45 reads as rewitten:

"§ 59-45. Nature of partner's liability in
ordi nary partnerships and in registered linmted liability
part ner shi ps.

(a) Except as provided by oweseet=en
subsections (al) and (b) of this section, all partners are
jointly and severally liable for the acts and obligations of the
part nership.

(al) Except as provided in subsection (b) of this
section, a partner in a registered linited liability partnership

is not individually liable for debts and obligations of the
partnership incurred while it is a registered linted liability
partnership solely by reason of being a partner and does not
becone liable by participating, in whatever capacity, in the

managenent or control of the business of the partnership

(b) Nothing in this Chapter shall be interpreted to
abolish, nodify, restrict, limt, or alter the lawin this State

applicable to the professional relationship and liabilities
between the individual furnishing the professional services and
the person receiving the professional services, the standards of
prof essional conduct applicable to the rendering of the services.
or any responsibilities, obligations, or sanctions inposed under

applicable licensing statutes. A partner in a registered

limted liability partnership is not i ndi vidually
- liable, directly or indirectly,
i ncl udi ng by indemification, contribution, assessnent, or

ot herw se for
the debts, obligations. and liabilities of. or chargeable

to., the reqgistered limted liability partnership

SF-5he t hat ari se from errors,

om ssi ons, negligence, malpractice, inconpetence, or

mal f easance committed by another partner or by an enpl oyee,
agent, or other representative of the partnership; provided,
however, nothing in this Chapter shall affect the liability of a
part ner of a pr of essi onal reqgi stered limted liability
partnership for his or her own errors, om ssions, negligence,
mal practice, inconpetence, or nnlfeasance committed in t he

rendering of professional services. eertted—ra—the
> >
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(d) A partner in a reqgistered limted liability
partnership is not a proper party to proceedings by or against a
limted liability partnership, except where the object of the
proceeding is to enforce a partner's right against or liability
tothe linmted liability partnership

e The liability of partners of a registered limted

liability partnership fornmed and existing under this Chapter
shal | at all tines be deternined solely and exclusively by this

Chapter and the laws of this State.
(f) If a conflict arises between the laws of this State

and the laws of any other jurisdiction with regard to the

liability of a partner of a reqgistered limted liability
partnership forned and existing under this Chapter for the debts.
obligations, and liabilities of the registered limted liability

partnership, this Chapter and the |laws of this State shall govern
in determining the liability."

Section 6. Chapter 59 of the General Statutes is
anended by adding a new Article 3Bto read as follows and to
include current GS. 59-84.2 and G S. 59-84.3 as the first and
second sections in Article 3B

"ARTICLE 3B
"Registered Limted Liability Partnerships.”
Section 7. G S. 59-84.2 reads as rewritten:
"§ 59-84.2. Registered limted liability partnerships.
(a) To becone a registered limted liability partnership, a
partnership nust file with the Secretary of State an application

S=erb=eg St ating:

(BN +Re The nane of
t he pertrershp+— partnership.
(2) +Re The street
address of its principal eH~+ees— office.
(3) The nane and street address, and the

mailing address if different fromthe street address, for the
partnership's reqgistered agent and reqgistered office for service

of process.

4 The county in which the registered
office is |ocated.

(5)

& A brief statement of the business in which the
part nershi p engages.

(6) A deferred effective date, if
any.

(AR The fiscal vyear end of the
part nership.

vae A s fmpepimgeg) e
o e e RAA ooy ]

(al) The terns and conditions on which a partnership
becones a linted liability partnership nust be approved by the
vote necessary to anend the partnership agreenent except. in the

case of a partnership agreenent that expressly considers
obligations to contribute to the partnership, the vote necessary
to anend those provisions.

(b) An application for registration as a registered limted
liability partnership nust be execut ed iiymtmirErmerejmimymm—|—
i of e o by one or nor e

rs &L H <l L rs rs rs £
| SA- LI A~ e nonr ey 7y ct o orney T rrron oot \>a

+Re partners.
(c) An application for registration as a registered limted
liability partnership H—FF—F-erewWal——of———a
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~egst+atof Must be acconpani ed by a fee of one hundred

twenty-five dol | ars +$3+60—66—
($125.00).

(d) The Secretary of State shall register e—rerew
+he—tregstrat+er—eft a partnership that submits a
conpl eted application with the required fee.

(e) A registration is effective -{mol—Eipem—y-at:
ef=e+= on the |later of the date the registration

is #==ae= filed or the date specified in the

application for registration, wunless it is voluntarily
wi t hdrawn befere—ther by filing with t he

Secretary of State a witten withdrawal notice executed by
S—Fee+-y——R-er-est—af—the—partRers—e+—by one
or nore paFtRers—atherZet—by—a—Fa-ory—R—Aterest—et
Ro—pamtdaie= Of the partners, or is revoked pursuant
to G S. 59-84.4(f).

() The Secretary of State my provide forms for
applications foOr e etk g GG Er—Efm—
regi stration.

(9) The status of a registered limted liability
partnership and the liability of its partners is not affected by
errors or later changes in the information required to be
contained in the application for registration.

(h) An__anendnent or withdrawal of a registration is
effective on the later of the date it is filed or a deferred

effective date specified in the amendnent or withdrawal ."
Section 8. G S. 59-84.3 reads as rewitten:

"§ 59- 84. 3. Nane of regi stered linted liability
part nershi ps.

A registered limted liability partnership's nanme nust
contain the words "registered limted liability partnership' or
‘linmted liability partnership' or the abbrevi ati on
4P 1.1.P', "RIL.L.P", “LLP or

"RLLP' as the |ast words or letters of its nanme."

Section 9. Article 3B of Chapter 59, as created by
Section 6 of this act, is anended by adding a new section to
read:
"8§ 59-84.4. Annual report for Secretary of State.

(a) Each reqgistered linmted liability partnership and
each foreign limted liability partnership authorized to transact
business in this State shall deliver to the Secretary of State
for filing an annual report, in a form prescribed by the
Secretary of State, that sets forth all of the follow ng:

(1) The nane of the registered linmted
liability partnership or foreign limted liability partnership

and the state or country under whose law it is fornmed.

(2) The street address, and the mmiling
address if different fromthe street address, of the reqgistered
office. the county in which the reqgistered office is |ocated. and
the name of its registered agent at that office in this State.
and a statenent of any change of the registered office or
regi stered agent, or both.

(3) The street address and tel ephone
nunber of its principal office.

4 A brief description of the nature of
its business.

(5) The fiscal year end of the

partnership.
If the information contained in the nost recently filed annua

report has not changed, a certification to that effect may be
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made instead of setting forth the information required by
subdivisions (2) through (4) of this subsection. The Secretary of
State shall nmake available the formrequired to file an annua
report.

(b) Information in the annual report nust be current as
of the date the annual report is executed on behalf of the

registered limted liability partnership or the foreign limted
liability partnership.

(c) The annual report shall be delivered to the
Secretary of State by the fifteenth day of the fourth nonth
following the <close of the registered or foreign limted

liability partnership's fiscal year. The annual report nust be
acconpanied by a fee of two hundred dollars ($200.00).
(d) If an annual report does not contain the infornmation

required by this section, the Secretary of State shall promptly
notify the reporting registered or foreign limted liability
partnership in witing and return the report to it for

correction. If the report is corrected to contain the infornmation

required by this section and delivered to the Secretary of State
within 30 days after the effective date of notice, it is deened

to be tinely filed.

(e) Anmendnents to any previously filed annual report may
be filed with the Secretary of State at any tine for the purpose
of correcting, updating, or augnenting the information contained

in the annual report.
f The Secretary of State may revoke the registration

of a registered |linmted liability partnership or foreign limted
liability partnership if the Secretary of State determ nes
that:

1) The reqgistered limted liability
partnership or foreignlimted liability partnership has not
paid. within 60 days after they are due. any penalties. fees. or
ot her paynents due under this Chapter

(2) The registered limted liability
partnership or foreign linmted liability partnership does not

deliver its annual report to the Secretary of State on or before
the date it is due;

(3) The reqgistered limted liability
partnership or foreign limted liability partnership has been
without a reqgistered agent or registered office inthis State for
60 days or nore:. or

4 The reqgistered limted liability
partnership or foreign limted liability partnership does not
notify the Secretary of State within 60 days of the change,
resignation, or discontinuance that its registered agent or
registered office has been changed, that its registered agent has

resi gned, or t hat its reqgi stered office has been
di sconti nued.
(q) If the Secretary of State deternmines that one or

nore grounds exist under subsection (f) of this section for
revoking the registration of the registered limted liability

part nership or foreign limted liability partnership. t he
Secretary of State shall mil the registered limted liability
partnership or foreign limted liability partnership witten
notice of that deternination. If, within 60 days after the
notice is mailed, the registered limted liability partnership or
foreign limted liability partnership does not correct each

ground for revocation or denpnstrate to t he reasonabl e
satisfaction of the Secretary of State that each ground does not

exist, the Secretary of State shall revoke the registration of a
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registered limted liability partnership or foreign limted
liability partnership by signing a certificate of revocation that
recites the qground or grounds for revocation and its effective
date. The Secretary of State shall file the original certificate
of revocation and mail a copy to the reqgistered limted liability
partnership or foreign limted liability partnership
(h) A registered limted liability partnership or

foreign limted liability partnership whose reqgistration is

revoked under this section may apply to the Secretary of State
for reinstatenent not later than five years after the effective

date of the revocation. The procedures for reinstatenent and for

the appeal of any denial of the registered limted liability
partnership or foreign limted liability partnership's
application for reinstatenent shall be the sane procedures

applicable to business corporations under G S. 55-14-22,  55-14-
23, and 55-14-24."

Section 10. Chapter 59 of the General Statutes is
anended by adding a new Article to read:

"ARTI CLE 4A.
"Foreign Limted Liability Partnerships.
"8 59- 90. Law governing foreign limted liability

partnership.
(a) The law of the state or jurisdiction under which a
foreign limted liability partnership is formed governs rel ations

anong the partners and between the partners and the partnership
and t he liability of partners for obligations of t he

partnership.

(b) Aforeignlinmted liability partnership nay not be
denied a statenent of foreign registration by reason of any
difference between the | aw under which the partnership was forned
and the law of this State.

(c) A statenent of foreign registration does not
authorize a foreign linmted liability partnership to engage in
any business or _exercise any power that a partnership nay not
engage in or exercise inthis State as a reqgistered limted

liability partnership.
"8 59-91. Statenent of foreign registration.

a Before transacting business in this State. a foreign

limted liability partnership nust file an application for
registration as a foreign limted liability partnership. The
application nust contain:

[GAN The nanme of the foreign linted

liability partnership that satisfies the requirenents of the

State or other jurisdiction under whose law it is forned and ends
with the words "registered linmted liability partnership" or

"limted liability partnership" or the abbreviation "R L.L.P.",
"L.L.P.", "RLLP", or "LLP".

(2) The street addr ess of t he
partnership's principal office.

(3) The nanme and street address. and the

mailing address if different fromthe street address, for the

partnership's registered agent and reqgistered office for service
of process, and the county in which the registered office is

| ocat ed.

4 A brief statement of the business in
which the partnership is engaged.

(5) A deferred effective date, if
any.

(6) The fiscal year end of t he

partnership.
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The foreign linmted liability partnership shall deliver wth
the conpleted application a certificate of existence, or a
docunment with simlar inport, duly authenticated by the secretary
of state or other official having custody of the records of
registered linmted liability partnerships in the state or country
under whose law it is reqgistered.

b The reqgistered agent of a foreign limted liabilit

artnership for service of process nust be (i an individual who
is a resident of this State and whose business office is
identi cal with the registered office; (i) a donesti c

corporation, nonprofit corporation, or limted liability conpany
whose business office is identical with the registered office; or
(iii) a foreign corporation, nonprofit corporation, or limted
liability conpany authorized to transact business in this State
whose business office is identical with the registered office.
The sole duty of the registered agent to the foreign limted
liability partnership is to forward to the foreign limted
liability partnership at its |last known address any notice,

process, or denand that is served on the reqgistered agent.
(c) An application for registration as a foreign

limted liability partnership nust be acconpanied by a fee of one
hundred twenty-five dollars ($125.00).

(d) The Secretary of State shall register a partnership
that subnmits a conpleted application for registration as a
foreign limted liability partnership with the required fee.

e The status of a partnershi as a foreign limted
liability partnership is effective on the later of the date the

registration is filed or a date specified in the statenent. The
st at us remai ns effective, regardless of changes in t he

partnership. until it is voluntarily withdrawn by filing with the
Secretary of State a witten withdrawal notice executed by one or
nore partners or revoked pursuant to G S. 59-84.4(f).

f An  anendnent or withdrawal of a registration is
effective on the later of the date it is filed or a deferred

effective date specified in the amendnment or withdrawal .

An application for registration as a foreign limted
liability partnership nust be executed by one or nor e
partners.
(h) A foreign limted liability partnership authorized
to transact business in this State shall be subject to the
provi sions of G S 59-84.4 regarding annual reports and

revocation of reqgistration.
"8 59-92. Effect of failure to register

a A foreign limted liabilit artnership transactin

business in this State may not maintain an action or proceeding

in this State unless it has in effect a registration as a foreign
limted liability partnership

(b) The failure of a foreign linmted liability
partnership to have in effect a registration as a foreign limted
liability partnership does not inpair the validity of a contract
or act of the foreign limted liability partnership or preclude
it fromdefending an action or proceeding in this State.

(c) Alimtation on personal liability of a partner is
not waived solely by transacting business in this State without a

registration as a foreign limted liability partnership
(d) Aforeign linited liability partnership failing to

register as a foreign limted liability partnership as required
by this Article shall be liable to the State for the vyears or
parts thereof during which it transacted business in this State

without having registered in an anount equal to all fees and
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taxes which would have been inposed by law upon the foreign

limted liability partnership had it duly applied for and
received such pernission, plus interest and all penalties inposed
by law for failure to pay such fees and taxes. In addition. the

foreign limted liability partnership shall be liable for a civi

penalty of ten dollars ($10.00) for each day. but not to exceed a
t ot al of one thousand dollars 1.000) for each year or art
thereof, it transacts business in this State without having
regi stered. The Attorney General may bring actions to recover

al | ampunts due the State under the provisions of this
subsection.
"8 59-93. Activities not constituting transacting
business.

(a) Wt hout excluding other activities that nay not
constitute transacting business in this State, a foreign limted

liability partnership shall not be considered to be transacting

business in this State for the purposes of this Article by reason
of carrving on in this State any one or nmore of the followng

activities:

) Mai nt ai ni ng or defending any action
or suit or any administrative or arbitration proceeding or
effecting the settlenent thereof or the settlenent of clains or

di sputes:

(2) Hol di ng neetings of its partners or
carrying on other activities concerning its internal affairs;
(3) Mai nt ai ni ng bank accounts or

borrowi ng noney in this State, with or without security, even if
such borrowi ngs are repeated and continuous transactions;

(4) Mai ntai ning offices or agencies for
the transfer, exchange, and registration of the partnership's own
securities, or appoi nting and nRi nt ai ni ng trust ees or
depositories with relation to those securities:

(5 Soliciting or procuring orders,
whether by mail or through enpl oyees or agents or otherw se,

where the orders require acceptance without this State before
beconm ng binding contracts;

(6) Making or investing in loans with or
without security including servicing of nortgages or deeds of
trust t hrough independent agencies wthin the State, t he

conducting of foreclosure proceedings and sales, the acquiring of
property at foreclosure sale. and the managenent and rental of
such property for a reasonable tinme while liquidating its
i nvestnent, provided no office or agency therefor is nmintained
inthis State;

(7) Taking security for or collecting

debts due to it or enforcing any rights in property securing the
sane;

(8) Transacting business in interstate

comerce;

(9) Conducting an isolated transaction

conpleted within a period of six nonths and not in the course of
a nunber of repeated transactions of |like nature;

(10) Sel ling t hr ough i ndependent
contractors; and
(11) Ooming, wthout nore, real or

personal property.
(b) This section does not apply in determning the

contacts or activities that may subject a foreign limted
liability partnership to service of process. taxation. or

regulation under any other law of this State.
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"8 59-94. Action by Attorney General

The Attorney General nmay nmamintain an action to restrain a
foreign limted liability partnership fromtransacting business
in this State in violation of this Article."

Section 11. G S. 59-102 reads as rewitten:

"8 59-102. Definitions.

As wused in this Article, unless the context otherw se
requires:

(BN "Business' neans any |lawful trade,
investnment, or other purpose or activity, whether or not the
trade, investnent, purpose, or activity is carried on for
profit.

- (1a) "Certificate of

limted partnership’' neans the certificate referred to
in GS. 59-201, and the certificate as anmended.
(2) “Conforned copy' shall include a photostatic or
ot her phot ographi c copy of the original docunment.
(3) “Contribution' nmeans any cash, property,

services rendered, or a prom ssory note or other binding
obligation to contribute cash or property or to perform

servi ces, which a partner contributes to a limted
partnership in his capacity as a partner
(4) "Event of withdrawal of a general partner’

nmeans an event that causes a person to cease to be a genera
partner as provided in G S. 59-402.

(5) “Foreign limted partnership' means a
partnership fornmed under the |aws of any state, province,
country, or other jurisdiction other than this State and
having as partners one or nore general partners and one or
nore |imted partners.

(6) “Ceneral partner' neans a person who has been
admtted to a limted partnership as a general partner in
accordance with the partnership agreenent and named in the
certificate of limted partnership as a general partner

(7) "Limted partner' neans a person who has been
admitted to alimted partnership as a limted partner in
accordance with the partnership agreenent.

(8) "Limted partnership' and “donestic limted
partnership' mean a partnership forned by two or nore
persons under the laws of this State and having one or nore
general partners and one or nore limted partners.

(9) “Partner' nmeans a limted or general partner

(10) “Partnership agreement' neans any valid

HE 'S 1
L A= ot

g CoTTeTIe,

agreenent of the partners as to the affairs of a
[imted pest=retadr=p=—aie partnership,

the conduct of its #es-wess= busi ness

and the responsibilities and rights of its partners. The
term “partnership agreenent' includes any witten or ora
agreenent, whether or not the agreenent is set forth in a
docunent referred to by the partners as a “partnership

agreement', and includes any anendnent agreed upon by the
partners unani nously or in accordance with the terns of the

agreement . The termalso includes any agreenent of the
partners to waive or revise the terns of the partnership
agreenent in one or npore specific instances and not
necessarily on an ongoing or permanent basis.

(11) “Partnership interest' neans a partner's share
of the allocations of incone, gain, |oss, deduction or
credit of a limted partnership and the right to receive
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di stributions of cash or other partnership assets.

(12) “Person' neans a natural person, partnership
l[imted partnership (domestic or foreign), trust, estate,
associ ation, or corporation.

(13) "State' neans a state, territory, or
possession of the United States, the District of Colunbia,
or the Comonweal th of Puerto Rico.

Section 12. G S. 59- 106(a)(5) reads as rewritten:

"(5) S Ol e

—pa-H—n-e-Fs-h-t-p—a-g-Fe-e-n%-n-t—A vvr|tten record that

cont ai ns:

a. The ampunt of cash and a description and
statement of the agreed val ue of the other property or
services contracted by each partner and which each
partner has agreed to contribute;

b. The times at which or events on the
happeni ng of which any additional contributions agreed
to be made by each partner are to be nade;

c. Any right of a partner to receive
di stribution of property, including cash from the
limted partnership; and

d. Events wupon the happening of which the
limted partnershipis to be dissolved and its affairs
wound up.

The witten record required pursuant to this
subdivision nmy be part of a witten partnership agreenent
or may be contained in one or nore other docunents or
records."

Section 13. G S. 59-107 reads as rewitten:
"§ 59-107. Nature of business.
Alimted partnership may be forned for and carry on
any |lawful busiress—t+hat—a—partRersh-p—w-thott

+H-ted—partrers—ray—earFy—oeh— busi ness. "
Section 14. G'S. 59-205 reads as rewritten:

" § 59- 205. FFrErehreR # ©
O EE ety Execution by judicia
act .

[f @ person f=etrifetth—iymtmCr— GGttt
et ecate—of—arerdiert—eor——caneeat+enr fails or

refuses to de—se— execute a certificate

pursuant to G S. 59-204, any other parhRer—aRd—ary
assHgRee—e—a—partRershi-p—rt-erest— person who is

adversely affected by the failure or refusal, my petition the
court for the county in which the partnership's reg|stered of fice
is | ocat ed to direct t he iR aHaaEar e
eoreempimma== ecxecution of the certificate. |If

the court finds that e re=—errErehE i —Er—C e -Gl m—t—_

preper it is proper for the certificate to be

executed and that any person so designated has failed or

refused to execute the certificate, it shall order an
appropriate person to prepare, and the Secretary of State to
+ece+e record, an appropriate

caort £ o4 o of e o Al PN YW V_W_\ | P HEPINTY

certificate."
Section 15. G S. 59-206(a)(5) reads as rewitten:

"(5) The certificate required by subdivision
(3a) of this eeete# subsection
shall be recorded by the register of deeds in the sane

manner as deeds, and for the sane fees, but no formalities
as to acknow edgement, probate, or approval by any other

file:/\\sosweb02\vol 1\I nternet\wwwsi te\corporati ons\north%20caroli na%20general %20ass. .
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officer shall be required. The former nane of the Ilinmted
partnership holding title to the real property before the
amendment shall appear in the “Grantor' index, and the

amended nanme of the |limted partnership holding title to the
real property by virtue of the amendment shall appear in the
"Grantee' index."
Section 16. G S. 59-301 reads as rewitten:
"8 59-301. Adnission of eeckh=im=arad=
limted partners.
(a) In connection with the formation of a linted

partnership, a person is adnitted as a limted partner upon the
later to occur of:

(1) The formation of the limted
partnership: or
(2) The time provided for becoming a

limted partner pursuant to and upon conpliance with the
partnershi p agreenent.
(b) After t he fmpenfeieh

formation oOf @& il —|—iEsn S Gm—Efjg— ey
eet-Feate—et Ilnlted partnershlp, a person may be
admtted as an additional linted partner

(1) In the case of a person acquiring a partnership

interest directly fromthe limted partnership, at the
time provided pursuant to, and upon the conpliance
ippheemfe with t he partnership

2l &L-. s + £ 11
A~ Provrhoes =l =a-an) e LA LI - o ~ oo ot o et

Pe=tmped=ae= aqr eenent ; and
(2) In the case of an assignee of a partnership

i nterest of a partner who has the power, as provided in G S.
59-704, to grant the assignee the right to becone a linmted
partner, upon the exercise of that power and conpliance with
any conditions limting the grant or exercise of the power."
Section 17. G'S. 59-302 reads as rewritten:
"8 59-302. Voting.
St eSS S G gr———i=es The
partnership agreenment may grant to all or a specified group of
the limted partners the right to vote (on a per capita or other
basi s) upon any matter."
Section 18. G S. 59-303 reads as rewritten:
"§ 59-303. Liability to third parties.

| SA-LEE IR A~ B e A= L B = A B A~ B o B~ A~ S~ A~ A~ Potherret A~ 2 T L= A A~ u e

+ &L H £ Lo 2 H Lo L 2l L. Sy 2l + Lo

T ™ L LI B~ A~ By ~ A~ A A~ = = S~ S R B~ S A~ o i a — e
1 £ &L L H ) L &L
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“ d
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Pe-Ret—-s—Rot—a—geRerat—patther—
Alimted partner is not liable for the obligations of a
limted partnership by reason of being a |limted partner and does

not becone liable for the obligations of a linted partnership by
participating in the nanagenent or control of the business of the
limted partnership.”
Section 19. G S. 59-304 reads as rewritten:
"8 59-304. Person erroneously believing hinmself linmted
partner.
(a) Except as provided in subsection (b), a person who makes
a contribution to a business enterprise and erroneously but in
good faith believes that ke the person
has becone a limted partner in the enterprise is not a genera
partner in the enterprise and is not bound by its obligations by
reason of making the contribution, receiving distributions from
the enterprise, or exercising any rights of a limted partner
if, on ascertaining the m stake, he:
(1) Causes an appropriate certificate of limted
partnership or certificate of amendnent to be
executed and filed; or

file:/\\sosweb02\vol 1\I nternet\wwwsi te\corporati ons\north%20caroli na%20general %20ass. .
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(2) Wthdraws from future equity participation in
the enterprise.
(b) A person who nakes a contribution of the kind described
in subsection (a) of this section is liable as a genera
partner to any third party who transacts business wth the
ENLErPri S€ (il G Eefim GGyl eSS mmfomfim Sl

£
Mt o pPrhoey o \ L o oo e Pon oot Ogr oo Mot oo L~y TIre

=Harsaet+oeR— in the case in which:

(1) The third party actually believed in
good faith that the person was a general partner at the tine
of the transaction: and

(2) The third party transacted business
with the enterprise before either
a. An _appropriate certificate has

been filed pursuant to subsection (a) of this section
to reflect that the person is not a general part ner

or
b. The person has given notice to

the partnership of withdrawal from future equity

participation and before the wi t hdr awal was

ef fective."

Section 20. G S. 59-305 reads as rewitten:
"8 59-305. Information.
Each limted partner has the right to:

(1) I nspect and copy any of the partnership records
required to be nmaintained by G S. 59-106; and
(2) Qotain fromthe general partners fromtine to

time upon reasonable demand (i) true and ful
i nformation regarding the state of the business and
fi nanci al condition of the Ilimted partnershinp, (ii)
promptly after beconing available, a copy of the Ilimted
partnership's federal, State, and local incone tax returns
for each year, and (iii) other information regarding the
affairs of the Ilimted partnership as is j ust and
reasonabl e. ™

Section 21. G S. 59-402(4) reads as rewitten:

"(4) Unl ess otherwi se provided in witing in
the partnership agreenent, the general partner: (i) makes an
assignnment for the benefit of <creditors; (ii) files a
voluntary petition in bankruptcy; (iii) 1is adjudicated a
bankrupt or insolvent; (iv) files a petition or answer
seeki ng for hi rsel f any reorganization, arrangenent,
conposition, readjustnent, liquidation, dissolution, or
simlar relief wunder any statute, law, or regulation; (v)
files an answer or other pleading admitting or failing to
contest the material allegations of a petition filed agai nst
ki the general partner in any
proceeding of this nature; or (vi) seeks, consents to, or
acqui esces in the appointnent of a trustee, receiver, or
liquidator of the general partner or of all or any
substantial part of #&=e the genera
partner's properties;".

Section 22. G S. 59-402(5) reads as rewitten:

"(5) Unl ess otherwi se provided in witing in
the partnership agreenent, 120 days after the comencenent
of any proceeding against the general partner seeking
reorgani zati on, arrangenent, conposition, r eadj ust ment,
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liquidation, dissolution, or simlar relief under any
statute, law, or regulation, the proceeding has not been
dismssed, or if wthin 90 days after the appointnent
Wi thout H+s the general partner's

consent or acqui escence of a trustee, receiver, or
liquidator of the general partner or of all or any
substantial part of his properties, the appointnent is not
vacated or stayed, or within 90 days after the expiration of
any such stay, the appointnent is not vacated;".

Section 23. G S. 59-502(a) reads as rewitten:
"(a) Except as provided in the agreereprt—ef——Hted

potRership— partnership agreenent, a partner is
obl i gated to t he [imted partnership to perform any

enf orceabl e promi se to contribute cash or property or to
perform services, even if ke the partner

is wunable to perform because of death, disability or any other
reason. |If a partner does not nmeke the required contribution of
property or services, #e the partner is

obligated at the option of the linted partnership to contribute
cash equal to that portion of the agreed value of the

stated contribution that has not been nade. As used in this
section, the term  agreed value' nmeans an anount or other neasure
of value as (i) is provided in the partnership agreenent, or (ii)
if not provided in the partnership agreenent, is required to be

set forth in the witten records required pursuant to G S. 59-
106."

Section 24. G S. 59-503 reads as rewritten:
"§ 59-503. Sharing income, gain, loss, deduction or
credit.
A-oeat-or—ef—the—-Reofe— lncone
gain, loss, deduction or credit of a limted partnership shall be
all ocated anobng the partners, and anong cl asses of partners, in
the manner provided in the partnership agreenent. +H—he

0
L=a o n ma—y o e oo, LI~~~ - B B =~ - B~ £ B~~~ g SN~ - N ~ A~ A Ly
L

. & & L L L H ] L P & L2 ] L
L L L
O —ee———yeet= T0 the extent the partnership

agreenent does not provide for the allocation of itens of incone.
gain., loss. deduction. or credit. then those itens shall be

allocated on the basis of the agreed value of the contributions

made by each partner to the extent they have been received by the
partnershi p and have not been returned. As used in this section

the term "agreed value' neans an anpunt or other neasure of val ue
as (i) is provided in the partnership agreenent, or (ii) if not

provided in the partnership agreenent, is required to be set
forth in the witten records required pursuant to G S. 59-
106."

Section 25. G 'S. 59-504 reads as rewritten:
"8 59-504. Sharing of distributions.
Distributions of <cash or other assets of a linmted
partnership shall be made anbng the partners, and anong cl asses
of partners, in the manner provided in the partnership agreenent.

1L &L + Lo + 2l +
L e POl oo o groomern e oS TTot A~ Provroc

HE S H + HE P | L 2l &L L H £ &L 1 £

LBA> N oot Tt oo™ oo o et —_——t e o oo,

L H <l L &L rs Lo 2 <l L rs L
I~a-a~ay) rooonh ey 7y T~ POl e OT P \=ana- Tty © TTot oot

—etHed— To the extent the partnership agreenent
does not provide for the sharing of distributions anpbng the

partners, distributions shall be nande anpbng the partners on the
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basis of the agreed value of the contributions made by each
partner to the extent they have been received by the partnership

and have not been returned. As used in this section, the term
“agreed value' nmeans an anpunt or other neasure of value as (i)
is provided in the partnership agreenent, or (ii) if not provided
in the partnership agreenent. is required to be set forth in the
witten records required pursuant to G S. 59-106."

Section 26. G S. 59-602 reads as rewitten:
"8§ 59-602. Wthdrawal of general partner.

After filing of the original certificate of limted
potRershi-p partnership, a gener al

partner nmay withdraw froma linmted partnership at any time by
giving witten notice to the other partners, but if t he
withdrawal violates the partnership agreenent, the limted
partnership may recover fromthe w thdrawi ng general partner, in
addition to its other renedies, eme any

damages for breach of the partnership egieenemi—

agreenent and nmay offset the damages agains the anpunt

otherwi se distributable or payable to the partner."
Section 27. G 'S. 59-603 reads as rewitten:

"8 59-603. Wthdrawal of limted partner.

A limted partner may withdraw froma limted partnership
only at the tinme or upon the happeni ng of events specified
in witing in and in accordance with the partnership

egeepeRt= agreenent, including any anmendnent
or addendum to the partnership agreenent agreed upon by the
partners unaninously or in accordance with the terns of the

agr eenment and nmade in connection with any permtted
withdrawal . |f the partnership agreement does not specify

in witing the time or the events upon the happening of

whi ch a limted part ner may  wi-heaw

withdraw. a limted partner may not withdraw prior to

the e+—a—detnit+e tinme for the dissolution

and winding up of the |linmted okttt m——|—t—-

ot oo oo egTTeT—n Poth oo e e T oy - T e oot e
|- s 2l s Lo 2 + HES H + 2l £ L . H P
mTroo | SA-LEE A~ =3y L rogroronroea oMo T TS

St-e=e=— partnership."
Section 28. G S. 59-604 reads as rewitten:

"8 59-604. Distribution upon wthdrawal.

Except as provided in this Article, upon wthdrawal any
withdrawing partner is entitled to receive any distribution to
which he the partner is entitled under
the partnership agreenent and, if not otherw se provided in the
agreenent, #e the partner is entitled to

receive, within a reasonable tinme after withdrawal, the fair
value of 4= the partner's partnership

i nt erest in the limted partnership as of the date of
wi-he-awed— Wi t hdr awal . based upon t he

partner's right to share in distributions from the limted

partnership."
Section 29. G S. 59-606 reads as rewitten:

"8 59-606. Right to distribution.

Subject to the other provisions of Part 6 of this
Article, at the time a partner becones entitled to receive a
di stribution, +#e the partner has the
status of, and is entitled to all renedies available to, a
creditor of the limted partnership wth respect to t he
di stribution.™

Section 30. G S. 59-608(c) reads as rewitten:
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"(c) A partner receives a return of ks
t he partner's contribution to the ext ent t hat a
distribution to &mthe partner reduces
s the partner's share of the fair val ue

of the net assets of the linmted partnership below the
agreed value of #== the partner's
contribution whi ch has not been di stri buted to

== t he partner. As used in this section,

the term "agreed value' neans an anopunt or other neasure of val ue
as (i) is provided in the partnership agreenent, or (ii) if not

provided in the partnership agreenent, is required to be set
forth in the witten records required pursuant to G S. 59-
106."

Section 31. G S. 59-702 reads as rewitten:
"§ 59-702. Assignnment of partnership interest.

Except as provided in the partnership agreenent, a
partnership interest is assignable in whole or in part. Subject
to G S. 59-801(3) an assignnent of a partnership interest does
not dissolve a linmted partnership or entitle the assignee to
become or to exercise any rights of a partner. An assignnent
entitles the assignee to receive, to the extent assigned, only
the allocation and distribution to which the assignor would be
entitled. Except as provided in the partnership agreenment, a

£ 4 H 4 £ 1| 4 £ L 4 L H 4 4
L TG Tt o et o oy pore o fMro Pt erSnr P neormeoT
4

cr
L s ela ol Lo s |2 s
L—an~a~y -a- o Provh oot ™ y LA BN n e = oo, et

= Pert=t=
gemetei= partner ceases to be a gerret=ad=
partner and to have the power to exercise any rights and

power s of a part ner upon assi gnment of al
s  of the partner's partnership
i nterest. Except as provided in the partnership agreenent,

neither the pledge or granting of a security interest in any or

al | of the partnership interest of a partner nor the pledge or
granting of a lien or other encunbrance against any or all of the
partnership interest of a partner shall cause the partner to
cease to be a partner or cease to have the power to exercise any

rights or powers of a partner.”
Section 32. G S. 59-704(b) reads as rewitten:

"(b) An assignee who has becone a linmted partner has, to
the extent assigned, the rights and powers, and is subject to the

restrictions and |liabilities, of alimted partner under the
partnership agreenent and this Article. An assignee who becones a
limted part ner also is liable for the obl i gations of

== t he assignee's assignor to nmke and
return contributions as provided in Rt
Parts 5 and 6 of this Article. However, the assignee is
not obligated for liabilities that (i) are unknown to the
assignee at the tinme #e the assignee
became a linmted partner and whek (ii)
could not be ascertained fromthe witten provisions of
the partnership agreenent."
Section 33. G 'S. 59-801 reads as rewritten:

"8 59-801. Nonjudicial dissolution

(a) A limted partnership is dissolved and its

affairs shall be wound up upon the happening of the first to
occur of the follow ng:
(1) At the tinme specified in the certificate of

limted partnership or upon the happening of events
specified in witing in the partnership agreenent;
(2) Witten consent of all partners;
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(3) An event of withdrawal of a general ©partner
#Aess—at unl ess:
a. At the tinme there is at |east
one other general parRer—anRd—the—witter
o : . .
partner, in which case, unless otherwi se provided in

a witten partnership agreement or agreed upon by al
remai ning partners, (i) the limted partnership is not

di ssolved, (ii) the limted partnership shall not be
wound up, and (iii) the business of the Ilimted
partnershi p +e—be—earred—er shall

be conti nued by t he remai ni ng genera

paFRet—aft—t-hat—portrer—does—so—but—the
D I . . J I L

oo e o £ o 2N [PV -VET-V. BT T N SNV -V -V -NP-X ] NV EEP-_S VPN L of

1 ~ 7J 7J
it E b= DAt NEr S OF
b. Wthin 90 days after the
wi t hdrawal , all renmaining ey

partners, or a lesser nunber or portion of the
partners provided in the partnership agreenent,
agree in witing to continue the business of the
limted partnership and to the appointnent of one or
nore additional general partners if necessary or
des++ed—e+ desired, in which case

the limted partnership is not dissolved and is not
required to be wound up by reason of the event of
wi t hdr awal ;
(3a) Ninety days after the withdrawal of
the limted partnership's last limted partner, unless the
limted partnership adnmts at least one linmted partner
before the end of the 90 days:; or
(4) Entry of a decree of judicial dissolution

under G. S. 59-802.

(b) The causes of dissolution of a linted partnership
shal | be governed solely by this Article. Article 2 of this
Chapter, which governs the causes of dissolution of a partnership
without linmted partners, does not apply and shall not govern the

causes of dissolution of a limted partnership.”
Section 34. G S. 59-901 reads as rewitten:

§ 59-901. Law governing.

Subj ect to t he Constitution of this St ate,
- (i) the laws of the jurisdiction
under which a foreign limted partnership is organized govern its
organi zation and internal affairs and the Iliability of its
fmpeiemeh partners, and =R
(ii) a foreignlinmted partnership nay not be denied
regi stration by reason of any difference between those laws and
the aws of this State."

Section 35. G 'S. 59-903 reads as rewritten:
"§ 59-903. |Issuance of registration
> |If the Secretary of State finds that

an application satisfies the requirenments of this Article, the

Secretary shall, when all requisite fees have been tendered as in
this Article prescribed:
(1) Endorse on the application the word “filed
and the hour, day, month and year of the filing thereof;
(2) File in the office of the Secretary of
State the application;
(3) Issue a certificate of authority to transact
business in this State to which the Secretary shall affix
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the conforned copy of the application; and
(4) Send to the foreign limted partnership or its
representative the certificate of authority, together wth
the confornmed copy of the application affixed thereto.”
Section 36. G S. 59-907(e) reads as rewitten:

"(e) Alimted partner of a foreign limted partnership is
not liable as a general partner of the foreign limted
partnership sol ely by reason of the foreign limted
partnership's having transacted business in this State
Wi t hout registration.”

Section 37. G 'S. 59-1002 reads as rewitten:
"§ 59-1002. Proper plaintiff.

In a derivative action, the plaintiff nust be a partner at
the time of bringing the action and &5 (i)
nust have been a partner at the tinme of the transaction

Sfipripig—jre—c-ompiar=-ae t hat is the subject of

the conplaint or (Rj——_ () the
plaintiff's status as a partner #ee pust

have devol ved upon %= t he partner by

operation of law or pursuant to the terms of the partnership
agreenent from a person who was a partner at the time of the
transaction.”

Section 38. Sections 2, 3, and 5 become effective
October 1, 1999, and apply to liabilities arising on or after
t hat dat e. Section 4 becones effective January 1, 2000.

Sections 6, 7, and 8 becone effective January 1, 2000, and apply
to registered linmted liability partnerships existing on or after
that date. Section 9 becones effective January 1, 2000, and
applies to registered limted liability partnerships and foreign
[imted liability partnershi ps whose fiscal year ends on or after
that date. Section 10 becones effective January 1, 2000, and
applies to foreign I|imted liability partnerships transacting
business in this State on or after that date, except that any
foreign limted liability partnership that, as of that effective
date, was already registered with the Secretary of State as a
registered linmted liability partnership shall not be required to
register anew as a foreign limted liability partnership under
G S. 59-91. Section 27 becomes effective Cctober 1, 1999, and
applies to (i) any limted partnership forned before that date,
only if wvalidly adopted in witing by its partners or otherw se
as a part of its partnership agreenent, and (ii) all Ilimted
partnerships fornmed on or after that date. The remai nder of this
act becomes effective Cctober 1, 1999.

In the General Assenbly read three tines and ratified
this the 19th day of July, 1999.

s/ Dennis A. W cker
Presi dent of the Senate

s/ James B. Bl ack
Speaker of the House of Representatives

s/ James B. Hunt, Jr.
Gover nor
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Approved 8:14 p.m this 4th day of August, 1999
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